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OFFICE OF THE

ARIZONA STATE TREASURER

HON. DEAN MARTIN
TREASURER

November 1, 2007

The Honorable Janet Napolitano
Governor

State of Arizona

1700 West Washington

Phoenix, Arizona 85007

Dear Governor Napolitano:

It is a pleasure to submit my first Arizona State Treasurer's Annual Audited Financial Statement for
the fiscal year that ended June 30, 2007.

It has been a busy six months of transition. The office is now fully staffed, and we have begun a
complete business process re-engineering program to provide exceptional customer service and
improve our fiscal management. As part of this process, we are opening up the state’s finances,
and making it easier for customers and the public to see what is happening with their funds. We

now have the entire state shared revenue database online, updated and searchable daily by
anyone.

The State Treasurer's Office ended fiscal year 2007 with a combined total of investments fair valued
at $12.0 billion.

At fiscal year end, June 30, 2007, the fair value of all Endowment Funds totaled $2 4 billion, of which
$1.3 billion was invested in equities.

The fair value of non-endowment funds fotaled $9.6 billion from which $448.8 million was distributed
to pool participants.

Our custody of performance bond’s cash and securities totaled $2.7 billion with all negotiable
securities held at a custodial institution.

State shared revenue distributions totaled $10.8 billion in fiscal year 2007.
(t is an honor and a privilege to serve the citizens of Arizona as State Treasurer. On behalf of the

entire staff at the Treasurers office, thank you for your interest in Arizona’s finances. .| encourage
you to visit www.AzTreasury.gov to learn more about how we manage your money.

oIV

Dean Martln
Arizona State Treasurer

Sincerely

1700 W. WASHINGTON, PHOENIX, ARIZONA 85007 ¢ (602) 604-7800 ¢ Fax (602) 542-7176
WWW.AZTREASURY.GOV
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STATE OF ARIZONA
OFFICE OF THE WILLIAM THOMSON
DEBRAAECSIPOPF\{VGEET‘ESATT, CPA DEPUTY AUDITOR GENERAL
AUDITOR GENERAL

Independent Auditors’ Report

Members of the Arizona State Legislature

The Honorable Dean Martin
State Treasurer

We have audited the accompanying financial statements of the fiduciary funds of the State of Arizona,
Office of the Treasurer, as of and for the year ended June 30, 2007, as listed in the table of contents.
These financial statements are the responsibility of the Office of the Treasurer's management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Govemment Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonabie assurance about whether the financial statements are free of material misstatement. An audit
inciudes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the Office of the Treasurer's financial statements are intended to present the
financial position, resuits of operations, and changes in financial position of only that portion of the
fiduciary activities of the State of Arizona that is attributable to the transactions of the Office of the
Treasurer. They do not purport to, and do not, present fairly the financial position of the State of Arizona as
of June 30, 2007, and the changes in financial position for the year then ended in conformity with U.S.
generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the fiduciary funds of the Office of the Treasurer as of June 30, 2007, the resulis of
operations, and the changes in the financial position of its investment trust funds for the year then ended
in conformity with U.S. generally accepted accounting prnciples.

As described in Note 4, the LGIP-LT pool is reported as an investment trust fund, beginning July 1, 2008.

Previously, the pool was combined with the LGIP pool and reported as the LGIP investment trust fund.
This change constitutes a change in the Office of the Treasurer’s reporting entity.

2910 NORTH 44TH STREET = SUITE 410 = PHOENI(X, ARIZONA B5018 = (602) 553-0333 = FAX (602) S53-0051



Our augit was conducted for the purpose of forming an opinion on the financial staternents of the Office of
the Treasurer. The financial statements for the external investment pools and individual investment
accounts listed as supplemental information in the table of contents are presemed for purposes of
additional analysis and are not a required part of the financial statemenls. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is
fairly stated in all material respects in retation to the financial statements taken as a whole. The information
in the letter from the State Treasurer, and the Summary of Cash on Deposit with Treasurer and
accompanying note listed as supplemental information in the table of conlents has not been subjected to

the auditing procedures applied in the audit of the financial slatements and, accordingly, we express no
opinion on such inlormation.

In accordance with Govemment Auditing Stanoards, we will also issue our report on our consideration of
the Office of the Treasurer's internal control over financial reporting and on our tesls of its compliance with
certain provisions of laws, regulations, conlracts, and other matters at a future date. The purpose of that
report is to describe the scope of our tesling of internal control over financial reporting and compliance
and the resulls of that testing, and not to provide an opinion on internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

Debbie Davenport
Auditor General

Qclober 30, 2007
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